
























































































































































property damage. The House bill maintained
resolution of all property damage: disputes.
bill abolished tort action for damage to mo
contents, substituting a motor vehicle cove
motor vehicle owners could elect to obtain.
was rejected in the conference' committee an
accepted, thus preserving the faultfsystem
property damage claims. R

Both bills required liability~insurance.. The House bill .
required 25-50-10 coverage and the Senate bill initially provided
for $25,000 bodily injury per person with no per ‘accident limita-
tion and a $10,000 property damage. coverage.: -The Senate bill as
it passed included a $100,000 per accident limitation, double the
House limit, but this position was rejected in conference commit-
tee and the House limit of $50, OOO ;accident ‘was incorporated.

The House bill required uninsured‘or hit-and-run motor i
vehicle coverage in an amount of $25,000 to $50,000, whereas the
Senate bill did not require uninsured motorist coverage. The
House position was adopted by the conference committee.

In addition to the compulsory coverages, insurers were
required to offer a variety of additional coverages and deduct-
ibles. The House bill required insurers to offer $100 and $300
deductibles from all first-party benefits, whereas the Senate
bill included a $500 deductible as a required offer. The Senate
bill also required an offer of a ten percent work loss and
survivors' economic loss exclusion, exclusion of all replacement
service loss and survivors' replacement service loss, an
exclusion of funeral expense in excess of $500, a $2,500 per
accident deductible from first-party benefits for motorcyclists,
and a $100 deductible on collision coverage. The Senate bill
also required insurers to offer optional coverages for punysical
damage to motor vehicles,

The final act incluvded a compromisecposition taken on the
mandatory offers and deductibles as it included a $100 deductible
for medical expenses and a $200 deductible from disability and
income loss benefits. It also required the offer of an
additional $10,000 and $20,000 medical expense coverage, an
additional liability insurance coverage of $25,000 per person and
$50,000 per accident involving two or more persons, basic
economic loss benefits coverage to motorcyclists, and under-
insured motor vehicle coverage in an amountfequal to the
liability insurance coverages. -

2. Coordination of benefits. Both the‘ﬁouse and Senate

bills required coordination of workers' compensation and Social
Security benefits, but as enacted only included workers' compen-
sation benefits as subject to mandatory coordination.




3. Exclusions from coverage. The exclusion from coverage
in both bills was similar. The House bill excluded persons
intentionally causing accidents, knowingly operating stolen motor
vehicles to elude apprehension or arrest, operating a motor
vehicle without a driver's license; or committing a felony which
contributed to the accident or ‘injury. Survivors were not ex-
cluded from coverage. The Senate bill additionally excluded
persons occupying vehicles as ‘living quarters or persons injured
in the course of an official race or in practice for the race.
Survivors were disqualified. fr. ollecting benefits under the
Senate bill if the survivor wa ured under his own no-fault
coverage. s R

The Senate position on exclusions was adopted without the
provision for persons injured while occupying vehicles as living
quarters. This latter exclusion would probably be applied
anyway, as a person injured while occupying a vehicle as living
quarters would not come within the definition of a person injured
in an accident arising out of the maintenance or use of a motor
vehicle, the primary definition for coverage under the no-fault

act.

4. Scope of coverage. Both the House and Senate bills
required coverage for motor vehicles registered or present in
Minnesota. The Senate bill would have included motorcycles, but
motorcycles were excluded from first-party coverage in the House
bill. As mentioned above, the Senate bill required motorcyclists
to elect a $2,500 deductible on first-party benefits. A loss
allocation provision in the Senate bill provided for an
adjustment of losses in accidents between motor vehicles and
motorcycles. The House position was eventually adopted. It
excluded motorcyclists from the no-fault act, but mandatory
offers of first-party benefits had to be made to motorcycle

owners. , :,

Both bills provided the same coverage for injuries resulting
in loss. The bills provided a right to basic ecoriomic loss
benefits for any accident occurring in Minnesota. For out of
state accidents, coverage was provided for insured persons and
drivers or other occupants of an insured vehicle, other than the
vehicle used in the course of the business of transporting
persons or property if the vehicle was one of five or more under
common ownership. Vehicles owned by governments other than those
in Minnesota were also excluded.

5. Sources of coverage. Both bills had similar provisions
relating to priority of payments. Each bill provided that
persons injured while drivers or occupants of vehicles used in
the transportation of persons or property would recover under the
policy covering that vehicle. Both bills provided that in other
cases, the first priority coverage would be the insurance under
which the injured individual is insured. The second priority
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would be the insurance covering the vehicle the injured person
was riding in or driving. ' For persons who were not insured or
drivers or occupants of an insured vehicle, the applicable
insurance is the plan covering any involved motor vehicle. The
House position on priority of payments relating to business
vehicles was adopted. AT % T IRt S R

For individuals not otherwise covered, both bills provided
for an assigned claims plan, which in the absence of a volun-
tarily created plan would be created by the Commissioner of
Insurance. The circumstances for participation in the assigned
claims plan was similar in both bills although the Senate addad
two additional circumstances in which participation would be
made: e e S

(a) benefits were inapplicable in the"éiﬁuafion where the
injured person stole the motor vehicle and was under 15 years of
age; and St L S ‘

(b) the benefits weféﬂinhdequate to coﬁﬁensate the injured
persons because of the financial inability of the insurer to
fulfill its contractual obliga:;on,

The House bill contained an exclusion for owners who were
required to insure but failed to do so, and while the Senate did
not exciude these owners it did subject them to all the optional
deductibles and exclusions to the maximum required in the bill
and to deduction in the amount of $500 for each year in which
they fail to have insurance in effect.

The notice provisions of the two bills were slightly dif-
ferent. The House bill provided for subrogation by the insurer
assigned the claim under the assigned claims plan to any rights
of the claim against any person. The House method of qualifying
for the assigned claims plan was eventually adopted in conference
committee as well as the House subrogation provision and the
House exclusion for owners of motor vehicles that should have
been insured but were not. The Senate position on notice to the
assigned claims bureau was eventually adopted.

6. An insurer's obligation to respond to claims. Both the
House and Senate bills required work loss or disability benefits
to be paid every two weeks, and the House bill required income
loss to be paid every two weeks. The remaining benefits were to
be paid monthly as loss accrued. The Senate bill required income
loss to be paid monthly instead:of every two weeks as in the
House bill, and the final bill ‘adopted by the conference
committee required all benefits to be payable monthly as the loss

accrues.

Both bills provided penalties for overdue payments. The
Senate bill provided for an 18 percent interest and the House
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bill for ten percent, and the House position was eventually
adopted. The Senate bill also provided for award of attorneys'
fees incurred in bringing an action for overdue benefits and for
defending a claim for benefits that is" fraudulent or so excessive
as to have no reasonable foundation, but the Senate position on
attorneys' fees was not adopted i e _

The. Senate bill imposed a variety
of restrictions on lump sum and installment settlements as well
as judgments for future benefits,awhereas the House bill
contained no restrictions on: th"settlement of claims. The House
position was eventually adopte

7. Settlement of claims

8. Tort actions. The re rictions on tort actions differed
substantially in the House and Senate bills, as the House bill
was considerably less restrictive than the Senate bill. The
House bill provided that any to recovery. would be reduced by
any basic economic loss benefit aid or payable; and damages for
pain and suffering were not recoverable unless certain tort
thresholds were met. A $2,000 medical expense threshold as well
as the following additional descriptive thresholds were met: (1)
permanent disfigurement; (2) fracture of a weight-bearing bone;
{3) a compound, comminuted or dislocation fracture; (4) a com~-
pression fracture of the vertebrae; (5) loss of a bodily member;
(¢) permanent injury determined within a reasonable medical
certainty; (7) permanent loss of a bodily function; (8) a death;
or, (9) disability for 60 days or more. Actions for property
damage were not restricted by the tort restrictions and were in
all cases defined as accidents arising out of the ownership,
maintenance, or use of a motor vehicle.

The Senate bill took the position that tort actions were
abolished except in the following circumstances:

(1} actions against motor vehicle owners if the insurance
covering the vehicle was not in effect at the time of the acci-

dent;

(2) liability of a person: in the business of repairing,
servicing, or otherwise maintaining motor vehicles arising from a
defect in a motor vehicle caused or not corrected by an act or
omission in the repair, servicing, or other maintenance of a
vehicle in the course of his business;v

(3) liability of a person intentionally causing harm to a
business or property;

(4) liability of a person for harming property other than a
motor vehicle and its contents;
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(5) liability of a person in the business of parking and
storing motor vehicles for the harm done to the motor vehicle and
its contents;

(6) actions for damages not recoverable because .of the
limitations on the benefits;

(7) actions for noneconomicfaetriment if the injured person
(a) dies, (b) sustains permanent disfigurement or permanent
injury, or (c) sustains an injury resulting in not less than a
90-day disability period. ,

A compromise position between the Senate and- House bills was
reached. The final no-fault act retained the offset provision in
the House bill and included the provision stating that damages
were not recoverable. The final bill contained restrictions on
recovery for non-economic detriment that were less restrictive
than those in the Senate bill and more restrictive than the House °
bill. Actions for non-economic detriment were allowed on proof
of reasonable medical expense in excess of $2,000, death,
permanent injury, permanent disfigurement, or a disability for 60
days or more. Provision was made for suits against defendants in
the business of repairing, servicing, manufacturing,
distributing, or selling motor vehicles, and the act explicitly
provided for unrestricted tort actions for negligent acts or
omissions.

9. Subrogation and indemnity. Subrogation is the shifting
or substituting of one claimant for another. For example, an
insurance company might pay an injured person, and then
subrogate, or take over the rights of the injured person to sue
those who caused the injury. The House bill provided for
subrogation in all cases in which an insurer paid benefits, but
was limited to the amount of the first-party benefits. It
provided for mandatory good faith in binding inter-company
arbitration between two insurance companies when a wrongdoer was
covered by another plan of insurance.

The Senate bill provided for subrogation whenever a person
receiving or entitled to receive first-party benefits had a cause
of action against any other person. The subrogation right was
exercisable separately from the rights of the claimant. A right
of indemnity was provided against a person (converting a motor
vehicle owner) or against one who intentionally caused injury.

A compromise position on subrogation was adopted. Subro-
gation was initially provided for in the act in all cases includ-
ing those where a tort action existed against an insured motor
vehicle owner. Subrogation was provided for an insurer paying or
obligated to pay first-party benefits and existed to the extent
of benefits paid or payable. The insurer was subrogated to any
cause of action to recover damages for economic loss which the
person to whom the benefits were paid or payable brought against




any other person whose negligence was the direct approximate
cause of the injury for which the first-party benefits were
payable. 1In order for subrogation rights to arise in a
negligence action, cause of action had to be commenced and the
tort thresholds met. o »

10. Arbitration. The House bill provided for the promul-
gatiocn of rules adopted by the Supreme Court for submission to
arbitration, at the plaintiff's election, of all cases where a
claim in the amount of $5,000 or less was made by a motor vehicle
accident victim. The Senate bill provided for the creation of
arbitration rules, but made arbitration mandatory when a $5,000
or smaller claiim was made. Arbitration on mutual agreement was
provided for in cases involving claims of more than $5,000.

1l1. Penalties. Both the House and Senate bills provided
that a motor vehicle owner who failed to have the required insur-
ance was liable in tort without limitation and that a motor
vehicle owner who failed to have the required insurance was
guilty of a misdemeanor. The Senate bill required a showing that
the owner knew or should have known that the insurance was not in
eflect, and that position was eventually adopted ' well as the
provision opposing unrestricted tort liability on uninsured
automobile owners. The act also contained a House provision that
any person operating a motor vehicle with the knowledge that it
did not carry insurance was also guilty of a misdemeanor.

The Senate bill provided for a six-month suspension of the
owner's driver's license for failure to carry the required insur-
ance, and the House bill provided that an operator who is con-
victed of a misdemeanor would have his license suspended from six
to twelve months. Both bills provided for the suspension or
revocation of a Minnesota license upon notification that the
operating privilege has been suspended or revoked in any other
state. Essentially, the House position on penalties was adopted
in the final bill.

12, Cancellation and nonrenewal. Both bills contained
provisions relating to the cancellation or nonrenewal of insur-
ance which were eventually deleted, and the existing law main-
tained, with the exception that insurers are not required to give
notice of the reasons for cancellation of an application for
insurance. The final act provided no provision for the
Commissioner of Insurance to suspend the right of a company to do
business for failure of the company to comply with an order to
reinstate a policy, or for tort liability of an insurer for the
damages suffered by a person injured by an insurer's neglect or
willful failure to conform to the act.
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